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San  Francisco  Airport  Commission 
San  Francisco  International  Airport 
San  Francisco,  CA  94128 

President  and  Members: 

The  Controller's^Audits  Division  presents  its  report  concerning  the  concession  audit  of  the 
Golden  Gate  Bar,  operated  by  Susie  Lee  Tong  Enterprises,  Inc.  (Tong  Enterprises).  Tong 
Enterprises  has  a  sublease  with  Host  International,  Inc.  (Host)  to  operate  the  Golden  Gate 
Bar,  a  cocktail  lounge,  at  the  San  Francisco  International  Airport.  The  sublease  requires 
Tong  Enterprises  to  report  the  Golden  Gate  Bar's  gross  revenues  to  Host.  Host  has  a  lease 
with  the  San  Francisco  Airport  Commission  (Airport)  to  operate  food  and  beverage 
facilities  at  the  San  Francisco  International  Airport.  Host  is  required  to  report  the  gross 
revenues  of  its  stores  and  its  subleasees,  and  pay  rent  to  the  Airport. 

Reporting  Period:       July  1,  1996  through  June  30,  1998 

Reported  Revenues:  $1,305,417 

Results: 

•    Tong  Enterprises  correctly  reported  the  Golden  Gate  Bar's  gross  revenues  to  Host. 
However,  Host  is  required  to  sublease  some  of  its  operations  to  businesses  certified  as 
a  Disadvantaged  Business  Enterprise.  Tong  Enterprises  did  not  obtain  certification  as  a 
Disadvantaged  Business  Enterprise  when  the  owner,  Susanna  Tong,  incorporated  her 
business. 


Tong  Enterprises  chose  not  to  provide  a  written  response  to  this  report.  The  Controller's 
Audits  Division  will  be  working  with  the  Airport  to  follow  up  in  six  months  on  the  status 
of  the  recommendation  made  in  this  report. 

Respectfully  submitted, 


NORIAKI  HTRASUNA 
Director 


City  Hall  •  1  Dr.  Carlton  B.  Goodlett  Place  •  Room  388  •  San  Francisco  CA  94102-4694 


FAX  415-554--664 


INTRODUCTION 


Susie  Lee  Tong  Enterprises,  Inc.  (Tong  Enterprises)  has  a  sublease  with  Host 
International,  Inc.  (Host)  to  operate  the  Golden  Gate  Bar,  a  cocktail  lounge,  at  the 
San  Francisco  International  Airport.  The  sublease,  which  has  a  renewal  option  every 
two  years  commenced  on  July  1,  1992  and  expires  on  August  31,  2004,  the  lease  ending 
date  of  Host's  lease  with  the  Airport.  Host  has  a  lease  with  the  Airport  Commission 
(Airport)  of  the  City  and  County  of  San  Francisco  to  operate  food  and  beverage  facilities  at 
the  San  Francisco  International  Airport.  Host's  lease  with  the  Airport  requires  Host  to 
sublease  portions  of  the  facilities  to  businesses  that  are  certified  as  a  Disadvantaged 
Business  Enterprise  (DBE). 

The  sublease  requires  Tong  Enterprises  to  submit  a  monthly  statement  of  the  Golden  Gate 
Bar's  gross  revenues  to  Host.  Host,  in  turn,  reports  its  gross  revenues,  which  include  its 
subtenants'  gross  revenues,  to  the  Airport.  Host  pays  to  the  Airport  the  greater  of  a 
minimum  annual  guarantee  or  a  percentage  of  gross  revenues.  The  percentage  of  gross 
revenues  is  set  at  15.24  percent  of  alcoholic  beverage  sales  and  9.24  percent  of  food  and 
non-alcoholic  beverage  sales.  Tong  Enterprises'  sublease  requires  it  to  pay  Host  the  greater 
of  a  proportional  share  of  Host's  minimum  annual  guarantee  with  the  Airport  or  15.24 
percent  of  alcoholic  beverage  sales  and  9.24  percent  of  food  and  non-alcoholic  beverage 
sales. 

SCOPE  AND  METHODOLOGY 

The  purpose  of  this  audit  was  to  determine  whether  Tong  Enterprises  complied  with  the 
reporting  provisions  of  its  sublease  with  Host  for  the  operation  of  the  Golden  Gate  Bar.  To 
conduct  the  audit,  we  reviewed  the  applicable  terms  of  the  sublease  and  the  adequacy  of 
Tong  Enterprises'  procedures  for  recording,  summarizing,  and  reporting  the  Golden  Gate 
Bar's  gross  revenues  to  Host.  We  did  not  determine  whether  Tong  Enterprises  paid  Host 
the  correct  rent  for  the  Golden  Gate  Bar  because  Host  is  responsible  for  paying  rent  to  the 
Airport  based  on  its  gross  revenues  and  its  sublessees'  gross  revenues,  including  the  Golden 
Gate  Bar's  gross  revenues.  We  conducted  a  separate  audit  of  Host's  reported  gross 
revenues.  For  the  audit  period,  we  reviewed  the  monthly  revenue  reports  for  the  Golden 
Gate  Bar,  which  Tong  Enterprises  submitted  to  Host.  To  determine  whether  Tong 
Enterprises  accurately  reported  the  Golden  Gate  Bar's  gross  revenues  to  Host,  we 
compared  for  all  months  the  Golden  Gate  Bar's  gross  revenues  reported  to  Host  to  those 
recorded  in  Tong  Enterprises'  monthly  summary  records.  We  also  compared  for  selected 
months  the  monthly  summary  records  to  the  Golden  Gate  Bar's  daily  sales  reports  and 
compared  some  daily  sales  reports  to  the  Golden  Gate  Bar's  cash  register  tapes  and  Tong 
Enterprises'  bank  records. 
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AUDIT  RESULTS 


TONG  ENTERPRISES  CORRECTLY 
REPORTED  ITS  GROSS  REVENUES 

From  July  1,  1996  through  June  30,  1998,  Tong  Enterprises  correctly  reported 
$1,305,417  in  gross  revenues  for  the  Golden  Gate  Bar  to  Host.  Table  1  shows  the 
Golden  Gate  Bar's  reported  gross  revenues. 


Table  1 
Reported  Gross  Revenues 
July  1, 1996  through  June  30, 1998 


Reported  Gross  Revenues 
Food               Liquor  Total 

July  1,  1996  through  June  30,  1997 
July  1,  1997  through  June  30,  1998 

$218,151           $386,345  $604,496 
215,463             485,458  700,921 

Total 

$433,614           $871,803  $1,305,417 

However,  Susanna  Tong,  the  owner  of  Tong  Enterprises,  did  not  obtain  certification  by  the 
Airport  as  a  Disadvantaged  Business  Enterprise  (DBE)  when  she  incorporated  the  business 
and  Host  assigned  the  lease  for  Golden  Gate  Bar  to  Tong  Enterprises.  According  to  the 
manager  of  the  Airport's  Minority  and  Women  Business  Enterprise  Opportunity  Program, 
because  Tong  Enterprises  is  a  new  business,  Susanna  Tong  needs  to  obtain  a  new 
certification  as  a  DBE. 

Recommendation 

We  recommend  that  the  Airport  require  Tong  Enterprises  to  obtain  a  certification  as  a 
Disadvantaged  Business  Enterprise. 

We  conducted  this  review  according  to  generally  accepted  government  auditing  standards. 
We  limited  our  review  to  those  areas  specified  in  the  audit  scope  section  of  this  report. 

Staff:   Ben  Carlick,  Audit  Manager 
Renato  Pascua 


cc:  Mayor 

Board  of  Supervisors 
Civil  Grand  Jury 
Public  Library 


CONTROLLER'S  AUDITS  DIVISION 


2 


